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High Initial Commitment Yields
Exponential Returns by Year 5
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$617,000

Total Cash

Ell Initial CapEx: $87,000

{0 Working Capital Float: $530,000
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$839,000

Year 5 Income
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Navigating the ‘Valley of Death’: The 26-Month Burn

Liquidity and disciplined working capital management are critical for survival.
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Min. Cash Buffer: -$530,000

- Reserve must be fully —
secured by April 2028
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Operational Factor 1: Traffic Density & Physical Scale

Revenue scale hinges on

physical density. Moving e " J. :*
. . ] @

from a quiet shop to a e oo Ikt

bustling ‘third place’ {% . 20 = _ N

without crashing the s o|® BT,

customer experience. I o ° o L%
L— — m—ff.l [
2026: 50 Dally Visitors 2030: 300 Daily Visitors
120% Conversion Index 250% Conversion Index

Strategy

P e |

[k - Create "third place” draw through event programming.

1 ==

5 - Avoid niche events that limit weekend traffic density.

A - Risk: Physical spacing bottlenecks at 300 visitors.
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Operational Factor 3: The Power of Upselling (Units Per Order)

Doubling basket size doubles revenue without new acquisition costs.

1 Unit (2026) 2 Units (2028)
| = ?';;L_Ez‘-;-i !
AOV: $2,247 AOV: $4 494

Execution Tactics

- Mandatory “2-item minimum” displays.
- Staff training on suggestive selling (sequels, bundles).
- Rule: Avoid deep discounting on bundles to protect margins.
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Operational Factor 2: Optimising the Sales Mix

Shifting volume toward high-margin categories to accelerate profitability.

Sales Mix Evolution

Event Tickets .
: : Event Tickets
(High Margin) (150% Baseline)
Food & Beverage
(Low Margin)
Merchandise :
. ; Merchandise
ighMargin) 1 (250% Baseline)
Books Food & Beverage
(Low Margin) (Low Margin)
Books

Baseline Mix Target Mix

Projected
Contribution Margin:

~895%

by Year 3

Driven by low variable costs and
net revenue recognition on tickets.
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Critical Correction: Fixing the Margin Structure

N\

N .
The Problem N i The Solution
Strategic Carrectlpn Target COGS: <60%.

D

Projected 2028 COGS:
415%. f '

Cost is 4.15x Revenue.

Mechanism: The UPO Lift
(Factor 3). Doubling units per

Financially Unsustainable. transaction cuts fixed cost
burden per transaction.
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Operational Factor 4: Fixed Overhead Leverage

Low fixed costs are the profit accelerator. Once the annual ‘nut’ is cracked,
revenue flows to the bottom line. -

Revenue
(High Margin)

o S
&

PSS

IRX R H L SR I IAXIA AR

| Profit Scale e Monthly Rent: $3,500
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S st e Strategy: Rent control
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Operational Factor 5: Labour Efficiency & Headcount

Hiring must lag behind revenue, not lead it.

Revenue ($ Millions)

20

16

12

A\ Risk: Early hiring costs $171,500 -

Q2 Q3 Q4 Q@5 Q6 Q7 Q8 Q9 Q10 Q11T Q12 Q13 Q14 QA

Time/Growth Milestones

60

50

40

30

20

10

Headcount (FTEs)

[ Policy: Delay final 20

FTEs until conversion
milestones are met.

Use variable staffing

for weekend peaks. }
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Operational Factor 6: Capital Requirements &
Cash Management

Securing the runway before takeoff. Distinguishing setup costs from survival buffer.

Total Required: Initial CapEx:
$617,000 $127,000

Initial CapEx: Survival Buffer:
$87,000 $530,000

(Includes $20,000
Inventory)

Conservation Tactics

- Negotiate lease terms to
shift costs to landlord.

- Defer large outflows.

- Strict inventory scheduling.

(Required by April 2028)
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Operational Factor 7: Retention & Lifetime Value

Stability comes from repeat patronage. Doubling the value of every acquired customer.

Repeat Customer %
300% (2026) - 450% (2030)

The Retention Engine

Impact: Reduced pressure on marketing spend.

2Xx LTV:CAC Ratio

Customer Lifetime
8 Months = 18 Months
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The 7 Levers of Operational Growth

Traffic

1274
300 Daily
Visitors

Merch 250%
of Revenue

UPO
L
TN
2 Units / Order
($4,494 AOV)

Overhead

a;ﬁ?;a

Locked at
$55,260/yr

Labour

26
Headcount
Lags Revenue

Capital

$530k
Survival Buffer

Retention

CO

450%
Repeat Rate
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Risk Assessment & Mitigation

Risk

Impact

Burn Duration
(26 Months)

Liquidity crisis

o

¥

$530k Working
Capital Reserve

Mitigation Strategy

5

Physical Crowding L‘;‘\]

(300 Visitors)

ARA

Conversion drop IE

Layout planning &
Event scheduling

E::-

COGS Anomaly
(415% Cost)

i

Unsustainable
margin

29

P P

Aggressive AOV
lift (Factor 3)

I
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The Investment Verdict:
High Friction, High Reward

This venture demands capital patience, but the

asset value at maturity justifies the bridge. $839,000
Annual Income

Operational Execution
(The 7 Factors)
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With the $530,000 bridge secured, the path to
profitability is operational, not theoretical.
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